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INSURANCE LAW IN MADAGASCAR

In modern economies insurers have two main economic functions:

1 They protect investors againgt losses caused by accidental events; most investments would
never occur if they could not be protected by insurance.

2. They act as investors themsalves, thanks to the technical reserves they accumulate in the normal
course of their business.

Insurers dso have afundamenta socia function as they protect families againg the accidentd oss of
their income or wedlth. The security and peace of mind given by insurance to consumers and workersis
aso afactor in economic growth.

Paliticd, higtoricd, cultura and even rdigious circumstances explain why insurance is more developed in
certain countries than in others. But, by and large, the percentage of insurance premiumsin relation to
the Gross Domestic Product of a country can be used as a good measure of the development of an
economy. Using that yardstick confirms that Madagascer is, indeed, one of the poorest countries in the
world as dl other available satistics confirm.

Insurance represents 12.78 % of the GDP in Japan, 10.45 % in Switzerland, 10.33 % in the United
Kingdom, and 8.60 % in the United States. In Madagascar this rate was 0.58 % in 1994, and around
0.54 % in 1995, with an average premium per capita of little more than one U.S. dollar. These figures
are consderably lower than those encountered in most African or Asian countries even among the least
developed.

The insurance market is thus notorioudy smal in Madagascar. A brief description of the market is
necessary to understand the reasons for such a situation, before we analyse how reform of the insurance
laws could help improve it, with resultant favorable socid and economic consequences.

A. The Insurance Sector in Madagascar

1. Before 1975

The insurance market in Madagascar is dmost a century old as the French Company, I'Union (now part
of the AXA Group) established itsfirst agency in theidand in Antsranana (then Diego Suarez) in 1898.
In 1960, the year Madagascar recovered its sovereignty, 42 insurance companies were operating in the
country: 25 French, 14 from the United Kingdom, 1 Moroccan, 1 Itdian, and 1 American. Some of
these foreign insurers later withdrew from the Maagasy market because their locd premium income was
too smadl.



During the First Republic, the first local companies, incorporated under Maagasy law and with head
offices located in Antananarivo, were licensed, as noted bel ow.

Date Established Company

1967 Mutuelle Assurance Maagasy (M.A.MA.)

1968 Ny Havana.

1973 Mutuelle Accidents Scolaires de Madagascar (M.A.S.M.),

renamed PASCOMA in 1978.

1974 La Préservatrice Madagascar, renamed Assurances et
Réassurances Omnibranches (ARO) in 1975

M.A.MA. isamutua insurance company founded and managed by the freight and passengers road
trangport operators. M.A.SM. specidisesin the protection of schoolchildren during their school
activities and is the responsbility of the Ministry of Education. Ny Havanaand ARO are stock
companies, the mgority ownership of which belonged, up to the nationdization of 1975, to the French
insurance company La Préservatrice (now part of Athena Group recently taken over by A.G.F.). In
addition, Ny Havana manages a smal mutud insurance company, AVOTRA, which isnow virtualy
without any activity.

In 1975, therefore, there were five companies incorporated in the country (three mutual and two
foreign-owned stock companies) and eleven Generd Agents who represented foreign insurance
companies, mainly French and British.

2. After 1975

Ordonnance n° 75-002 of 16 June 1975, which nationalized the insurance companies, completely
changed the Stuation.

Article 1 gated that dl insurance activitiesin the country were henceforth part of a state monopoaly.

Article 2 suspended the licenses of dl foreign insurance companies and organised the immediate
transfer of their portfolios of contracts to either ARO or Ny Havana, the only two localy incorporated
stock companies. In practise, the agents who represented the foreign companies in the country became,
and Hill are, agents of ARO or Ny Havana. The foreign companies, however, kept their assets and
lidhilities as they existed prior to the state takeover, and their former agents continued to collect their
premiumsin arrears, paying outstanding clams, and managing their investments. Twenty-two years later,
amog dl clamsincurred prior to 1976 have been settled, but many of the nationdized foreign insurers
gtill own bank accounts and property in Madagascar as they have been forbidden from transferring their



net assets abroad. No compensation was paid to the companies for the loss of their locad businessin
Madagascar.

Article 3 sated that al sharesin stock insurance companies incorporated in Madagascar belonging to
foreign individuds or foreign companies were henceforth property of the state. Stocks belonging to
shareholders of Maagasy nationdity were not taken over by the state, which meansthat ARO and Ny
Havana have never been completely nationdized and still keep asmdl minority of private shareholders.
La Préservatrice, the former mgority shareholder, later negotiated a token indemnity for the forced
transfer of its stocks.

Article 4 gated that insurance companies incorporated in Madagascar were to keep writing and
managing their businessin compliance with the laws regulaing commercid companies.

3. Current Operators

The market operators have not changed since 1975. They are:

ARO and Ny Havana, two stock companies belonging in the mgority to the Sate, licensed to provide
al classes of insurance, both Life and NortLife, active in the main cities of the country through branches
Or agencies;

AVOTRA, avery smdl mutud company, managed by Ny Havana, and writing automobile insurance;

M.A.MA., themotor mutual company, which writes only compulsory Third Party Liability Covers and
clamsto have amarket share of over 50 % of that class of insurance;

PASCOMA, the mutud company limited to school risks and managed by the Minigtry of Education.

AsM.A.MA. has not published its accounts for years and is not a member of C.S.A. (Comité des
Sociétés d'Assurances), the professional body which represents the insurance companies, no complete
report on the market is available in the Ministry of Finance, the supervisory authority, or in the C.SA.
Dueto specid circumstances, Ny Havana had not published its accounts for 1996 &t the time of my
departure from the country.

From data given by the companies, the premium volume can be estimated as follows (locd direct
business gross of outwards reinsurance but net of inwards reinsurance), in millions of Maagasy francs.

1994 1995 1996
ARO 32,253 45,478 46,990
Ny Havana 20,318 29,355 35,000 (1)
M.A.MA 4,000 (1) 5,000 (1) 7,000 (1)
TOTAL 56,571 79,833 88,990



(1) estimated figure in the absence of published annud report.

The premium volumeis not only very smal but aso diminishing in red vaue. The nomind vaues
increase over the years, but a arate inferior to inflation:

Rate of increase Inflation
1995 over 1994 41.12 % 49 %
1996 over 1995 11.47 % 20 %

The monopoaly of the Sate over dl insurance activities, which was the objective of the Act of 16 June
1975, is thus dmost complete with the following exceptions:

1. Some private minority shareholders till have a share of ARO's and Ny Havanas capital.

2. Private insurance agents gtill act as intermediaries between the two main insurers and their clients.
The dleven Generd Agents who were acting for foreign insurers before 1975 have lost some of thelr
former market share but are il in operation as General Agents of ARO or Ny Havana. New agencies
have been set up by the two companies to help sdll insurance products to new sectors of the population
or new regions of the country.

3. M.A.MA.. is managed quite independently from the state and offers real competition to the state-
owned companies. The Minigtry of Finance has limited M.A.MA.’s choice for its reinsurance program,
ordering it to reinsureits risks with ARO, and has refused to extend its license to classes of insurance
other than motor, despite the mutua's application for such an extensgon. Despite those congtraints,
M.A.MA. appliesits own rates and conditions and sdlects its board members and managers.

4. The reinsurance programs of both ARO and Ny Havanafollow government ingtructions to a certain
extent. ARO and Ny Havana have established complex measuresin order to reinsure one another to
reduce the volume of premiums ceded abroad in foreign currencies. ARO has been ordered to reinsure
M.A.MA. while Ny Havanareinsures AVOTRA. Madagascar has Sgned the internationd treaty which
gave hirth to Africa Re (African Reinsurance Corporation) and respects the compul sory cessons
implied. But above the firgt level of reinsurance protection which involves the capacity avallable in the
country, reinsurance programs have, by and large, been ratively freely negotiated with professond
reinsurers and have used al the resources of the international market.

4. Strengths of the Malagasy Insurance Market

A. Although amdl in volume, the insurance market has the capacity to respond to the needs of
its clients, both technicdly through the variety of its products, and financidly through the strength of the
bal ance sheets of the two main operators and through their reinsurance programs. The covers that can
be found in more mature insurance markets are available in Madagascar from ARO or Ny Havana,
whose managers and underwriters have the leve of professonaism required to write admost dl classes



of insurance expected in amodern economy, for private individuads aswdl asfor commercid or
indudtrid businesses. La Préservatrice, origina founder of both companies, had recruited and trained a
competent Saff who remained in office after nationdization (with the exception of French expatriates,
who |eft the country). Members of the Board and the General Manager have been nominated by the
Government since 1975, when the state became the mgority shareholder. But the appointments have
been shrewd and decided on competence and merit rather than mere politica cronyism, as has been
observed esewhere in smilar circumstances. Indeed, such was the reputation of excellence of the
insurance companies management that severd of its members have been gppointed to ministeria posts
in the government. The current Prime Minigter, Mr. Pascal Rakotomavo, was along-time generd
manager of ARO. The upper levels of the Sate are familiar with the insurance indugtry. This helps
explain why the managers of the state-owned stock insurance companies have been carefully selected
and checked.

B. ARO, Ny Havanaand M.A.MA. have built a network of branches (caled Directions Regiondes)
and, in the case of the two stock companies, agencies, thanks to which insurance products are
available in most parts of the country. Only smdl rurd communities are not fully served by the
companies.

C. On mogt technical matters, including rates and insurance conditions, the government supervisory
authority hasleft the two major companies free to make their own decisions. Most are taken
jointly through the C.S.A. (Comité des Sociétés d Assurances). For large indugtrid risks, however,
rates and/or conditions can differ from one company to another as they take advice from different sets
of reinsurers or even try to place exceptiond risksin the internationa reinsurance market at the best
possible terms.

Government redlly interferes only in the motor tariff, which isapalitica issue. It dways takes the advice
of C.S.A., which keeps up-to-date statistics on motor business, before enforcing a negotiated decision.
Government aso limits competition by enacting maximum rates for agents commissons. But thisisa
step welcomed by al the profession including agents, who do not suffer under the current rates.

Companies have aso been free of government interference in the choice of thelr investments. The
caculation of technica reserves has dways been made on a professiona basis, and the counterpart
assets have been invested in the way which offered the best probability of returnsin the view of the
management, given the very limited opportunities existing in the country.

In many Third World countries, state insurance monopolies, or even private companies, have been
ordered by the government to come to its financia rescue, through compulsory loans never to be repaid
or plain pilfering, or, more subtly, through irresistible invitations to subscribe to the capital of doomed
state companies. This has not occurred in Madagascar, despite the repeated difficulties encountered by
the state budget.

Thanks to the wisdom of the state and the prudence of company managers, ARO and Ny Havana (the
former more than the latter) have accumulated strong reserves and assets. ARO is probably



overreserved. Its technical reserves a the end of 1996 totaled 171,700 million Mdagasy francs,
compared to a gross premium income of 50,525 million. Ny Havanais suspected to have some
deficiencies in its motor claims reserves. Nevertheless, its technica reserves a 31.12.1995 amounted to
68,023 million Maagasy francs, more than twice its annua gross premium income of 33,081 million.
Both companies have large investments in red estate and property which are till valued on their balance
sheets a historical cogts. After years of severeinflation those costs are only afraction of current market
vaues Buildings which were bought 20 or more years ago have been completely written off athough
they have agood market value thanks to their location and rent revenues.

The gtate has not only refrained from interfering with the investments of insurance companies, it has

hel ped them build their capitd through the very favourable and peculiar mechanism of the "guarantee
reserve’ (réserve de garantie). The Arrétés 5157 and 5158 of December 24, 1968 and the Arrété n°
4895 of January 1, 1982 authorized insurance companies to transfer directly part of the premium pad
by the insured to a capital account without its gppearing in arevenue account, thus avoiding al norma
reinsurance and tax expenses. The percentage of the premium directly transferred to capitd asa
reserve de garantie is 15.45 % for life business, and 15.95 % for non-life business since 1982.

The mechanism of réserve de garantie is complex and is justified by the exposure of Maagasy insurers
to frequent natura catastrophes such as hurricanes or droughts, and by the mutua reinsurance
contracted by ARO and Ny Havana before they can count an internationa reinsurers. But the main
effect of this accounting mechanism isto increase the reserves of the insurance companies, and
consequently their capital, even though they might suffer anet lossin their annua revenue account. If
they do show a bottom-line profit, they can pay adividend equd to that profit while a the sametime
increasing their capita through the incorporation of parts of the "guarantee reserve'. The result of this
peculiar and dishonest (to the insured, the reinsurers and taxmen) mechanism is that both ARO and Ny
Havana have managed to build strong balance sheets and their investment income generdly alows them
to show anet profit despite their underwriting losses.

In 1996, ARO's investment results amounted to 32,392 million Mdagasy francs, dmost equd to
premiums net of reinsurance ceded (34,526 million), considerably higher than the net profit of 4,833
million. The Stuation was less spectacular at Ny Havana, athough in 1995 the investment results
amounted to 7,069 million Maagasy francs, compared to afina net result of 833 million. Net assets of
ARO at 31.12.96 have been built up to 53,975 million Maagasy francs, more than annua gross
premiums written. Ny Havana's net assets at 31.12.95 were 29,660 million, aimost 90 % of annua
gross premiums.

D. Being (relativey) rich, at least in comparison to the level of their premium income, insurance
companies have played a significant role in financing state monetary needs and in providing
investment funds to the productive sector. ARO and Ny Havana are regular buyers of treasury
bonds and other state loans. At the same time they are an important provider of capital to private or
state-owned companies. ARO founded and is the main shareholder, with a49% equity shareholding, of
the main venture capital fund in the country, FIARO.



ARO Ny Havana
(12/31/96)  (12/31/95)

Treasury bonds and other state loans 87,878 39,714
Participation in companies capita 9,246 1,447
Banks and cash 80,771 11,982

ARO and Ny Havana assume the main economic functions of insurers: they insure investments againgt
accidentd loss, and they contribute to the financing of the economy.

5. Weaknesses of the I nsurance Sector

The flaws of the insurance market in Madagascar are serious. Some are the consequence of
circumstances beyond the control of insurers, but others follow from the lack of competition which
results from the state monopoly over al insurance activities.

A. The most severe hindrance to the devel opment of insurance liesin the absurdly high level of taxes
collected by the state on insurance premiums. These are subject to two levies: the Vaue Added
Tax (VAT), a the rate of 25%, and the regidtration tax (taxe d'enregistrement), at rates which differ
according to insurance class. The combined levies amount to 50 on fire and 30.6% on motor and
casudty insurance. Cargo marine insurance is exempt from taxes, and group life insurance taxes are
limited to 3%. But these exemptions do not benefit inland cargo business, and individud life insuranceis
burdened by VAT and regidiration taxes as well as the guarantee reserve surcharges, making life
products hopelessy costly for the clients.

The cost of taxes, added to the absence of innovative products as discussed below, isthe main reason a
large part of commercid risks are not insured in-country. Some of these risks are insured with foreign
insurers, in contradiction to the law, at costs much lower than those which would be paid in

Madagascar. Other risks are not insured at dl, or are ddliberately underinsured, because business
ownersfind it more profitable to build their own reserves to protect againg risks, even if such costs are
not deductible from the tax on profits (Imp6t sur les Bénéfices des Sociétés), which is smdler than the
tax on fire insurance premiums. The taxes levied on premiums make insurance contracts even more of a
luxury product for private individuds and families

Government should encourage the buying of insurance protection by both individuals and businesses.
The leve of taxeslevied on premiums has the contrary effect. In particular, Madagascar seemsto be
the only country where VAT is collected on insurance premiums. All insurance activities should be
exempted from VAT, asisthe casein other countries.

B. Theoverdl sate of poverty of the country is also an obvious hindrance to insurance
activities. GDP per capitawas only US$244 in 1996, hdf what it wasin 1973. It is understandable



that under such conditions most families have little to insure and that premiums, however low, are dways
too expensve for them to pay. The only dlass of insurance with a significant number of private dientsis
Third Party Motor Liability which islegally compulsory. Research conducted by the banking sector
concluded that no more than two or three hundred familiesin the whole country are wedlthy enough to
be able to afford life insurance. As previoudy mentioned, the level of taxes on insurance premiumsisa
further deterrent to potential buyers.

Apart from motor, other classes of insurance are bought dmost exclusively by commercid or industria
clients. Unfortunately the rate of investment is low and does not increase so that there appears very little
new insurablerisk. Only rgpid and regular growth of the economy, resulting in new investment and
risng individua incomes, can enhance the insurance sector.

C. Thehigh rate of inflation in recent years has also been counterproductive for insurance. Life
products currently sold in Madagascar are not modern enough to offer good protection againgt the
monetary eroson of insured capitd. Ther red rate of return to the policyholder is clearly negative. In
NontLife classesit is not easy to convince insurance buyersto declare the red vaue of their assets
taking into account the effects of inflation. Too often policyholders keep insuring property or equipment
at higtorical or purchase cost, much lower than market or replacement cost.

Therate of inflation is currently being reduced in Madagascar. It is expected to be limited to 7% in
1997, as opposed to 20% in 1996. If the stabilization of the currency can be sustained for some years,
this can only have a positive effect on insurance activity and on the confidence of the public in insurance
products.

D. Thelack of real competition in the market is obvioudy another hindrance to its growth.
Insurance brokers have not been alowed in the country since the nationaization of 1975, even though
they could have introduced innovative products or chegper and more efficient mechanisms to manage
certain classes of risks. The two state-owned companies claim that they do dl that is necessary to
adapt their products to the needs of their clients. The main Generd Agents and those businessmen most
aware of the rgpid changesin other insurance markets, however, complain of their lack of innovation
and flexihility, of very dow claims handling and payment procedures, and of too high adminidrative
cods that contribute to high premiums.

Rates and conditions of insurance are decided by C.S.A. (Comité des Sociétés d'Assurances), which
in fact means ajoint decison by ARO and Ny Havana. Generd Agents are members of C.SA., but
they claim that their views are ignored and that the real power of decison making lies with the two
insurance companies, which impose their decisons on the market with no redl bargaining power left
ether to intermediaries or to the insured.

Staff members of the companies gppear not to be ashamed of the very dow handling of clams. They
find nothing objectionable in the fact that more than 90% of bodily injuries are settled after years of legd
battles rather than transacted on an amicable basis. Companies confess that motor bodily injury dams



can take aslong as ten years before victims are actudly paid. ARO and Ny Havana point out that their
only competitor in the motor business, M.A.MA., takes even longer to pay itsclams.

Adminigrative and commercia costs which burden premiums are kept a a high leve in part because of
the lack of competition. Such costs represented 35% of premiums at ARO in 1996, and 37% a Ny
Havanain 1995. Efficient property casudty insurersin other markets keep those costs at around 20%
and efficient life insurers in modern devel oped markets keep them as low as 3 to 5%.

A study of the insurance sector in Madagascar in 1990, made by SOATEG for the World Bank,
reveded that 61% of clients were not satisfied by the way their insurance needs were treated; 72%
judged that claims payments were "not norma”; and 88% that the process of handling clams wastoo
long. From my own observations the image of the insurance industry has not improved since 1990.

E. Thetwo stock companies have registered net profits since the state took them over in 1975 and
declared dividends more regularly than most other state-owned companies. But these results have been
obtained despite heavy technica losses and thanks to a very unusud level of investment profits. The
latter have been enhanced by the abnormally dow rate of claims payments which strengthens the
technicd reserves, and by the questionable accounting methods used to increase funds through the
"guarantee reserve'. The companies have consistently shown large technical losses, their net
premiums regularly being lower than costs and claimsincurred.

Technica losses are mogt blatant in the motor class of business which isthe larger part of the market.
The grosslossratio of ARO was 106.20% in 1995 and 102.38% in 1996. The combined ratio was
139.57% in 1995 and 139. 75% in 1996. In 1995, for Ny Havanathe ratios were: lossratio 77.55%,
combined ratio 118.04%. For ARO, theloss ratio in the motor businesswas 172.26% in 1995 and
149.77% in 1996. Other heavy technica losses were registered in other classes. Life, Marine, Third
Party Liability, and Miscellaneous Risks.

The very high loss and combined ratios of the companies have been, up to now, offset by exceptiondly
high rates of return on investment. But this Situation is not sound and not sustainable forever. An
insurance company should make profits on its own business, i.e. collect more premiums than it hasto
pay in clamsand codts.

The ddicate financid stuation of Maagasy insurance companies was confirmed in 1997, when interest
rates rgpidly fell following the reduction in inflation. Treasury bonds only pay from 4.61% to 9.90%
annually, depending on their duration, and banks offer 7% on term deposits. Insurers expect their
investment income to be much lower in 1997 than in previous years and wonder whether it will be
enough to balance the technical loss which is expected to be as high as before. Indeed, the 1996 results
of Ny Havana expected in December 1997 confirm how fragile the balance sheet of a company can be.
Because of heavy court damages after industrial disputes, but aso because it appeared necessary to
new management to increase outstanding reserves, it was expected that the loss sustained in 1996
would be larger than the total share capital of the company.



In the case of the motor mutua company M.A.MA., the Situation is even more worrisome. No accounts
have been produced by management for years because it just does not know the true extent of the
compary's liabilities and dams outstanding. They refuse to pay damsto victims who are not dlients of
the mutua and even refuse to pay damages decided by the Courts of Apped; and they pay their own
clients only when they have collected enough premiums and, even so, after alarge discount on the
amount due.

F. The above-mentioned Stuations occurred because of a complete lack of supervision by
government authorities over the activities of insurance companies. The law dearly givesthe Ministry
of Finance al the powers necessary to supervise insurance companies, to check whether they act
according to dl legd requirements and whether their assets are sufficient to guarantee payment of al
their contractud liabilities.

But, in practice, the lega power of the Minigtry is not enforced. Within the Treasury Department
(Direction du Trésor) of the Minigtry, the Financid Entities Department (Service des Institutions
Financieres, S.I.F.) isin charge of preparing new legidation and adminigtrative decisons for financid
entities such as banks, savings and loan cooperatives, investment managers and insurance companies.
S.|.F. does not have the power to supervise banks which is the respongbility of a commisson within the
Centrd Bank. It hasthe legd power to supervise insurance companies, but its staff does not have the
competence, training, or politica clout to use such power. Thelast annua report published by the
S.I.F. on the Malagasy insurance market dates from 1983.

It has been rumored for years that Ny Havana has insufficient reserves againgt outstanding clams. But
no one in the Ministry has ever checked how Ny Havana caculates its reserves and if prior years
datistics confirm the rumored deficiency. Such a deficiency could jeopardize the security of contracts
sold by the company. Objections should have been made to the questionable profit shown in 1995,
when accounts related to the widely publicised industrid dispute between the company and 80
dismissed staff members were closed with no reserves.

Of course, the most obviousilludtration of the lack of intervention on the part of the supervisory
authority isthe case of M.AA.MA. The Mutuad was organised in 1967 to help solve ared problem of
that time: most licensad insurers were not willing to insure taxis, intercity passenger minibuses and the
like. M.A.MA. benefited from the technica assstance of a reputable French group of mutua insurance
and reinsurance companies known as Groupe Monceau, which had set up severd smilar insurance
mutuds in other African countries. But technical and commercid links with Groupe Monceau have been
progressively severed especidly after the state ordered M.A.MA.. to cancdl its reinsurance tresty with
Mutuelle Centrde de Réassurance and other internationd reinsurers and to reinsure its entire portfolio
with ARO. Today M.A.MA. seemsto be managed in the way asmal illiterate shopkeeper runs his
business -- with accounts limited to premiums collected on the one hand and expenses paid on a day-
to-day basis (wages, rents, sometimes claims) on the other; and no apparent attempt is made to
establish ayearly baance sheet or a permanent inventory of clams outstanding.
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For many years the authorities shut their eyes with the probable complicity of the state-owned
companies because M.A.MA. had only amargind share of the market and specidised in classes of
vehicles which were consdered undesirable risks. Now, however, M.A.MA. is undercutting the rates
offered by the two companies party to the C.SA. tariff agreement, and offers services welcomed by the
public, such asthe ddivery of weekly, or even daily insurance covers. These enable car owners who
cannot afford to pay for a one-year policy to show the traffic police that they own an insurance
certificate. M.A.MA.. does not limit its operations to the professons who origindly founded the Mutud,
i.e. road trangporters, but insures any car owner. M.A.MA..'s managers claim, indeed, that they now
insure about half the 106,251 vehicles registered in Madagascar (Decermber 1996).

People who insure with M.A.MA.. primarily want to buy a certificate to comply with the law requiring
Motor Third Party Liability, and want to buy it as cheagply as possble. They do not redlly care for
servicing and future clams handling and payment. In that sense it can be said that M.A.MA. offersa
service to the public and that if it did not exist more cars, buses, and trucks would travel with no
insurance a al. The obvious problem isthat when avictim has the misfortune to beinvolved in an
accident where the ligbility lieswith a car owner insured by M.A.MA., thereis very little probability of
ever getting indemnified. With the rapid increase in the number of clients of M.A.MA., the number of
accident victims who do not get compensation is aso increasing. This has a deplorable effect on the
overdl image of insurance in the country and makes the proclamed legd compulsory insurance appear
to be afarce.

The Situation has grown to such proportions that rumors have spread as to the Mdfia- like methodsin
use in the management of M.A.MA. The fact isthat on February 5, 1997, the chairman of the Mutual,
Mr. Rakotoarivony Andriamaromananary, was murdered and his private files searched for alegedly
suspicious documents. The murderers have gpparently not been found.

Officids at the Minigtry of Finance, when asked about M.A.MA., clam that they are helpless and that
any interference on their part would creete socia or politica upheaval because of the economic power
of the road transport sector and its vital importance for the economy and the daily necessities of dmost
al people living in the country. It istrue that some years ago the Minigter of Finance did nominate alegd
adminigtrator to replace the management and board of directors, who had not produced any accounts
nor responded to orders from the supervisory authority. Unfortunately, the administrator's misson
largdy faled, and M.A.MA.. is still growing in defiance of the law and the authorities. One notes that
fear of retaiation from the road transport sector has not prevented other governments from canceling
the licenses of amilar mutuals, such as Mutuelle des Taxis dAbidjan, Cote d' Ivoire, and Mutuelle
d'Assurances des Trangporteursin Senegd, with no consequences other than the restoration of the rule
of law and of the public perception of the insurance industry.

G. Although the three main insurers have made it a point to service clientsin most aress of the country,
there are gtill someweak pointsin their network, especially in rural areas.

In 1996, 77.6% of the population lived in rura communities, and 85% of the workforce was employed
in agriculture. Despite the importance of agriculture to the Maagasy economy and society, insurance
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companies have failed to develop products and marketing processes adapted to the needs of farmers
and other residents of rurd aress. In the early 1980s both ARO and Ny Havanartried to sdll crop and
livestock insurance to farmers but rapidly withdrew after having sustained heavy losses. Since then no
specific form of insurance is available for farmers, however great the socia and economic benefits of
such products would be for a category which is dtill the vast mgority of the population. The French
farmers mutua group, Groupama, is consdering the viability of a smal network of loca insurance
mutuas which would be managed by the farmers themsdvesin liaison with an existing network of small
credit cooperatives. The creation of these farmers mutuas cannot be authorized as long as the State
keepsitslegd monopoly over insurance activities.

Other areas where the lack of expertise and of innovative spirit from the existing insurers, consegquences
of the state monaopoly, hinder the offer of modern insurance products are Life, Credit, Assistance and
Travel, and Surety. The main flaw of the insurance market isits failure to develop modern and cost-
efficient Life Covers. Existing products are costly, heavily burdened by taxes, levies, adminidrative
costs, and commissions and do not guarantee the policyholders their share of investment income
received by the insurer from the investment of premiums and reserves. Life premiums only amounted to
5.94% of total premium income of ARO in 1996, and 9.78% of Ny Havanas. New competition would
be especidly welcomein life insurance which is of particular importance to workers, families, and
individuas, and a the same time benefits the loca economy through the investiment of long-term
reserves. The low leve of income of the vast mgority of the population does not favour the
development of life insurance, but the poor qudity of the products offered to the public is certainly
another hindrance to this class which is the most dynamic and fastest growing in most insurance markets
the world over.

H. It should be stressed how the very peculiar accounting methods in use in Madagascar with
regards to "guarantee reserve’ and "specid guarantee reserve’ distort the red datistical results of the
insurance industry. As part of every premium is directly registered in a capita account, without
gppearing in arevenue account, premium figures are understated. L osses are compared to premiums
actudly lower than what the insured have paid. Loss ratios are distorted. Reinsurers do not get their fair
share of the direct premium paid by the client. The fina result is diminished by the amount transferred to
"guarantee reserves' which does not appear in the year's receipts. Consequently the tax on companies
profits (Impdts sur les Bénéfices des Sociétés, 1.B.S.) isaso atificialy reduced. Because of this
mechanism insurance managers know that they can gtill make money while registering underwriting
losses. Thisisnot sound and induces laxness in underwriting standards.

Protecting insurance companies, and therefore their clients, againgt claims of a catastrophic nature and
enhancing mutua reinsurance exchanges between loca insurers so asto reduce the cost of foreign
reinsurance are both laudable objectives. They are the reasons given to explain the enactment of
"guarantee reserves'. But asmilar results could be achieved through orthodox accounting methods
without the digtortions described above.

A compulsory "equalization reserve’ could be created, on the same footing as other technical
reserves, to progressvely build protection against exceptiond catastrophe clams.
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Loca capacity of al licensed insurers can be used before resorting to outside reinsurance, through
the norma mechanisms of co-insurance and reinsurance tregties.

I. A find weskness of the Mdagasy insurance market liesin the unbalanced profile of the risks
underwritten by the insurance companies. Their portfolio is mostly made up of industria risks, some of
them very large. Air Madagascar's aviation fleet represents amost 12% of Madagascar’ soverall
insurance market. The pogition of lead insurer shifts between ARO and Ny Havanaon the policy’s
renewd date, thus explaining the erratic rates of premium growth of the two companies. The company
chosen aslead by Air Madagascar in any given year shows alarger increase in gross premium volume
than the other.

With the exception of motor insurance, and this classis the one which shows the worst underwriting
results, very little businessis written in private lines, as noted earlier. This Situation has two damaging
consequences. Firgt, no baance can be achieved between the normaly cyclicd and erratic results of
indugtria risks and the more stable, or at least more managegble, results of smal individua risks.
Second, alarge part of gross premiums collected in the country has to be ceded to foreign reinsurers,
because most risks are too big in insured vaue to be entirely retained in the country, even through the
combined capacity of dl country'sinsurers.

Only arapid increase in income per capita, combined with a reduction in insurance cogts, can amdiorate
the current Situation of the market and increase the percentage of private contracts over industria risks.

B. Insurance Law

Annex 1 ligs the most important legd texts currently in force in Madagascar. The origin of those textsis
varied, which affects their consgstency. The law on insurance contractsis ill the old French Law of 13
July 1930. Thislaw isnot in force any more in France, Snce French law has been thoroughly
modernized and amended to conform to European Directives on Insurance Activities.

The law on insurance companies and supervisory authorities is Ordonnance n° 62-034 of 19 September
1962, completed by Decree n® 63-526 of 5 September 1963. These were inspired by the then
Insurance Department of the French Ministry of Finance. The texts are Smilar to those laws which were
enacted in amogt al former French colonies that gained independence in the 1960s. They have been
amended by Decrees 66-345 of 9 August 1966, and n° 72-090 of 11 April 1972.

The rules concerning the investment of technical reserves are detailed in Decrees n® 63-527 of 5
September 1963, n° 66-050 of 26 January 1966, n° 69-189 of 27 May 1969, n° 73-073 of 30 March
1973 and n° 82-447 of 9 December 1982.

Ordonnance n°® 75-002 of 16 June 1975 gave to the state the monopoly over dl insurance activities.
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Motor Third Party liability insurance was made compulsory by Ordonnance n® 60-162 of 3 October
1960, completed by Decree n° 63-031 of 16 January 1963.

The current body of legidation has the great merit to exist and to serve as the legd background to the
insurance market as described above, with dl its strengths and flaws. When they were enacted, dl the
laws 4till in force helped to solve problems which had to be faced in those times.

But as time has passed, the deficiencies of the legidation became evident.

1. The monopoly given to the state over insurance activitiesin 1975 is one of the reasons for the
shrinking of the insurance market observed in the country because of the lack of competition and
innovation that is its inevitable consegquence.

2. Some aspects of the law are outdated. For example, the list of investments admitted as
representative of technical reserves dates from atime when the civil servantsin charge of the sate
supervisory authority were confident in the security of loans to the state and of the value of buildings and
property. Experience has shown that states can default on payments and that property vaues can
severdly depreciate, not to mention the negative real returns that property investment can produce when
all costs and expenses are properly accounted for.

The law on insurance contracts dates from 1930, atime when legidators were eager to protect the
security of insurers. Such protection extended to the point of permitting them to limit their coversto an
extent which appears today largely inconsistent with the security of the policyholder and of third parties,
in the case of lidaility insurance. In most countries legidators and judges have made the laws much more
favourable to the policyholders with regard to the prohibition of exclusons, the rights of cancellation by
the insurer, the period of the cover, and so forth.

Another example of the way the current legidation of insurance is outdated and unfavourable to
policyholders can be found in life insurance. Modern laws, for the protection of the insured:

- make compulsory the distribution of the returns obtained by insurers from the investment of
technical reservesto the insured,

- prohibit the cancdllation by the insurance company of the cover of agroup insurance contract
as regards any individua member of the group because of illness, previous losses, or upon retirement;

- order insurers and intermediaries dike to reved clearly the leve of costs and commissions
which gpply to any particular life insurance contract;

- givethe insured the right to change his mind and nullify his contract for some time &fter his
sgnature; and so forth.

Such advances in the protection of policyholders are not in force in Madagascar, where, generaly
gpesking, life insurance is largely neglected by current legidation. The number of victims of road
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accidents who are never compensated for their damages because of legdly authorized exclusonsin the
insurance contract should lead to changesin the law as later explained in more detall.

3. Another difficulty presented by the current legidation liesin the fact that it is rather difficult to find the
texts in force. The successive laws, decrees, and executive orders (Arrétés) have been published in old
government periodicas (Journd Officidl), most of them out of print and not easy to locate. The Financid
Entities Department (S.1.F.) at the Ministry of Finance has gathered a collection of lavs rdating to
insurance, typed with some errors. This collection is very useful but is not easily available to the public,
lawyers, courts, or even to members of the insurance profession.

The oldest laws have been amended severd times since therr first publication, adding to the uncertainly
of the legd environment because no one is sure that a text produced on any given matter is ill fully in
force or if it was later amended.

For the sake of public knowledge and security, a codification of dl laws relaing to insurance is needed.
USAID is currently offering computers and office equipment to government offices, which will greetly
help in goring and updating legd texts. Thiswill facilitate the work of government officids but will not be
of much help to the public a large, insurers, or the lega profession.

4. All the persons consulted during the mission are in favour of a complete revamping of Mdagasy
insurance laws. Government officids, judges, lawyers, insurance managers, insurance agents, and
businessmen are dl aware that many aspects of the current laws are outdated and that aliberalization of
the market would enhance competition and be favourable to policyholders. Besides being pressed to
liberdize and modernize insurance legidation by World Bank and I.M.F. policies, the government
independently agrees that something has to be done about the current state of thelawv. Asearly as
1990, experts from the French insurance supervisory authority had worked on updating Maagasy
insurance laws. Proposed amendments to existing laws had been prepared. But the attempt ended
during the long palitical upheava of 1991 followed by the change of condtitution and politica personnd.

Today the need for changing the laws appears al the more obvious. Since February 1997, aworkforce
of civil servants and delegates of the insurance companies gathered by the Financid Entities Department
(SI.F.) of the Ministry of Finance has been discussing the main changes needed in the laws and the
amendments proposed in 1991. The reports of thisthinktank are, of course, very useful to
understanding the main problems faced by insurance companies staff members and by the supervisory
authorities. They do not include the views of insurance agents nor of policyholders, businesses, or
private individuds.

In October 1997, the Minister of Finance made the project officid by creating the Insurance Law
Reform Commission (Commission de réforme des textes relatifs au secteur des assurances): Arrété
n° 1987-MIN.FIN.ECO/SG/DGT/DOF/SIF of 27 October 1997. | was asked to join the commission
during its meetings, and | suggested that rather than discussng amendments to old and ill-assorted legal
texts, it would best serve the interests of dl partiesinvolved to discuss a new complete and modern
insurance code, which | offered to write.

15



Mr. Ratomson, head of the insurance department and secretary to the Insurance Law Reform
Commission worked out a calendar for the next months:

- November 1997: Abalition of the state monopoly over insurance activities.

- January-February 1998: Discussion within the commission of a draft new insurance code.

- April 1998: Discussion of afind project.

- May 1998 Presentation of the proposed code to the government.

- June 1998: Enactment of the code by the newly eected Parliament (Parliamentary ections
are dueto be held in April 1998).

Severad meetings of the commission were held before my departure from Antananarivo to help me
gather sufficient information on severa specific insurance matters and on the practica treatment they are
given in Madagascar. The prospective new code must be rooted in Maagasy culture and business
experience, 0 it is necessary for the code writer to be fully acquainted with the way things are done and
problems are solved in Madagascar. Annex 5 ligts the topics discussed during the commisson's
mestings.

C. Some Problems to be Faced

Writing a new and modern insurance code adapted to a developing country such as Madagascar isa
lengthy and time-consuming process, but the mogt difficult part of it will beto convince al interested
parties of the necessity of making certain specific changesin the law. Most changes being considered for
the proposed code, especialy those that strengthen the rights of policyholders and give more flexibility
to the investment range open to insurers, should be easily and unanimoudy accepted.

But | foresee at least three areas where political opposition could occur.

1. Market Liberalization

Since 1975 there have been only two composite state-owned insurers and three mutual companies with
avery limited scope of operations. Liberdization could occur through the licensing of new insurance

companies, which would increase competition, or through the privatization of ARO and/or Ny Havana.

Red liberdization means that new companies and privatized state-owned companies could be open to
private Mdagasy capitd aswdl asto foreign capital.

The intentions of the government are not clear in this respect. Thereisavery old and strong tradition of
dtate control of the economy in Madagascar. Thisisrooted in the centrdized adminigtration of the 18th
and 19th century kingdom; reinforced by French colonid intervention in dl economic metters; and
continued by the socidist rhetoric and rules which prevailed from independence to the end of the
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Marxigt-oriented period of the Ratsraka Government. Liberalization does not seem to berooted in
Malagasy culture. It could take time for the government to decide that:

a it should privatize state-owned companies,

b. it should license other companies to create new competition;

c. it should accept foreign insurers as shareholders of existing or new companies, or, d, as branches or
agencies competing for ashare of the national market.

To tdl the truth, the local insurance market is smal and will remain so until sustained economic growth
can sgnificantly increase investments and per capitaincome. It is doubtful that there is aneed for many
more insurers than are today aready licensed.

Given the structural underwriting losses suffered by insurers; it is aso doubtful that many candidates for
alicense would appear if the state decided to give up its monopoly and accept new competitors. It is
aso doubtful that private capitd would be willing to buy sharesin the existing Sate- owned companies.
Banks do not seem interested in extending their business to insurance. Locd private capitd is scarce
and does not seem interested in investing in insurance activities.

Most Generd Agents are eager to recover their former status as representatives of foreign insurance
companies. However, most of the companies that were licensed in the country prior to nationdization
either have ceased to operate through mergers or purcheses or have withdrawn from African or Indian
Ocean markets, and would not consider arenewad of their former operationsin Madagascar. It istrue
that some of these companies are ill active in the French Departement of La Réunion, and that their
local branches might be interested in extending their operations to Madagascar where some of thelr
clients have invested. Some insurers from Mauritius, or even South Africa, could follow some of their
clientsin theidand.

But the question arises if it would be in the best nationd interest to license afew foreign insurers only to
sarvice exigting foreign-owned clients, thus depriving the Ma agasy-owned companies of some of their
best business and increasing their underwriting losses.

The future insurance code should be as liberd as possible in matter of competition and dlow for the
licensing of new companies locdly or foreign owned and of foreign companies. But thiswill not mean by
itsdf that the practice of the government will be more liberd than it istoday. Only a change of policy and
culture will encourage competition and foreign involvement in the local market. This changein policy
may be made easier if new applicants for alicense choose to operate in areas where there is an obvious
lack of insurance offer in to day's market, such aslife or agricultural risks.

2. Motor Bodily Injuries Settlements
The norma legd rules concerning torts and civil ligbility are applied to motor traffic clams. That means
that victims of bodily injuries, or their parentsin case of fataities, have to prove the damage suffered,

that the damage was caused by the insured's car, and that they were not themselves &t fault, even
dightly, on the occasion of the accident — otherwise, they would be totaly or partidly denied indemnity.
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That dso means that insurers can exclude from the cover anumber of potentid victims, from members
of the family of the insured or driver to passengersin aprivate car or in atruck ("passagers
clandestins'). In a country where road and dtreet conditions are in such an gppalling Sate of
maintenance, it isimpossible for pedestrians, including young children, and cycligts not to use the part of
the streets which should be reserved to motor traffic. Any pedestrians hurt by acar can be accused of
recklessness by the owner's insurer and of not staying on the pavement, thus depriving him of any right
to indemnity.

Lawyers and insurance companies clams saff revel in discussons around the insured's and victims
respective shares of ligbility and around the quantum of the damage. Theresult is, from figures given by
the companies, that out of ten accidents involving bodily injuries, only oneis settled amicably out of
court and nine have to be decided after alengthy court battle that often lasts as long as ten to twelve
years. Not only many victims do not get any damages, but those few who do get compensated have to
wait many years for payment.

Courts decisons vary wildly from one case to another, adding to the injustice of the system. Courtsin
the south of the country are known for very generous decisions which distort severely the underwriting
results of the Motor insurance business.

The stuation is shocking both for the victims of traffic accidents and for the public image of the
insurance industry. Clearly there is aneed to create a complete new set of lega rules for the treatment of
traffic accidents, different from the rules of civil liability, asis dready the case for indudtrid accidents or
workmen's compensation.

This new legidation should make it a principle that any person who suffers bodily injury in atraffic
accident should be compensated for damages, under the risk theory. Perhaps some very rare Situations
could remain exceptions to the principle, such as the thief hurt while driving agtolen car or the
pedestrian undoubtedly determined to commit suicide by throwing himsdlf in front of a car.

The difficulty isthat an increase in the number of victimsindemnified by insurers will increase the number
of vdid dams, and if nothing is doneto limit dlams, insurers would have to raise premiumsto aleve
incompetible with the buying power of most Maagasy car owners. Premiums are dready so high that
many car owners drive without the compulsory insurance certificate. If premiums were to rise because
of an extenson of the number of victims covered, the number of uninsured cars would rise so.

The new law should not only solve the case of the victims who do not get indemnified under the current
legidation, but should consderably hasten the pace of damages payments. The use of alegd disability
percentage table, smilar to the table used in persona accidents policies, and of alegd scae of
compensation could greetly reduce uncertainties as to the amount of damages to be paid and, therefore,
the need to resort to a court decision. Insurers should aso be legdly compdled to offer a payment
within a short time after the clam has been fully documented.
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Such measures should greetly accelerate claims payments and make recourse to the courts the
exception rather than the rule. At the same time, they should help limit the overal cost of damsto a
level compatible with the average buying power of policyholders.

Legd scdes of compensation for traffic injuries are now in use in many African and Idamic countries as
well asin Brazil. It has been included in the"CIMA" Insurance Code under the name of "baremisation,”
known to Mdagasy insurance professionas and supervisory authorities. These systems have helped
make motor insurance manageable for insurance companies and affordable for car owners, and have
consderably reduced the injustice and fraud found under the previous law.

There is an obvious need to change Maagasy law in thisregard. But such a change will hurt rooted
habits of insurers who have been trained to use dl exigting legd technicditiesto refuse to pay clamants
or to pay aslittle and as late as possible. Lawyers and judges may resst the change because they will
lose some of their authority and, sad to say, opportunities to share in the damages allowed to the
victims. The mogt affluent part of the public, which is dso the most paliticaly influentid, will find injustice
in the fact that bodily injuries compensation will be scaled and therefore limited. The very rich will not be
fully compensated for loss of income after acar crash. Those few privileged members of the society
should be convinced to buy persond accident insurance if they find the proposed legd limits too low to
fully take into account their persond circumstances.

It seemsthat, contrary to other countries, there are few lawyers in the Mdagasy Parliament. Asfor
judges, the person in charge of legd reform in the Minigtry of Justice is aready in favour of adapting
some form of "baremisation” to local conditions.

3. Supervisory Authority

A new law would obvioudy be beneficid to the insurance market and to policyholders. But its benefits
will belogt if it is not fully implemented and if insurance companies and intermediaries are not duly
supervised by acompetent and efficient authority.

The current legidation gives enough power to the Ministry of Finance to regulate insurance activities. But
thislega power is not used, as evidenced by M.A.MA.'s defiance of dl government ingtructions.

Other aspects of insurance law are aso not currently enforced, such as:

- Limits on commissions and costs deductible from Motor premiums are not observed.

- There have been no and meetings of the Nationd Insurance Committee, nor have members been
nominated.

- The Centrd Bureau for tarification of compulsory motor insurance, athough organized under the law,
has never met.

Clearly, the current staff of the Insurance Service of the Financid Entities Department of the Treasury,
despite their good will, are not in a pogtion to enforce the law and to supervise efficiently the insurance
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market. Civil servants are very poorly paid, paving the way for corruption and prompting the most able
to leave government service for jobs in private enterprise.

Asthe market is smdl and, even after liberdization will probably remain so for many years, insurance
Supervison does not need a big adminigtration. It would only be a part-time job, for example, for one of
the insurance commissoners active in devel oped markets such as France and the U.S. The options
available for supervison may be summarized asfollows :

A. TheMdagasy Government could delegate supervison of its insurance companies to foreign experts
who would act on a part-time, contractua bass. They would periodicaly check financid statements and
vist company offices to perform some audit function. Any action to be taken on the basis of the
supervisors findings would be taken by the Ministry of Finance. Possible foreign experts could be found
with C.I.M.A. (Conférence Internationale des Marchés d'Assurances) in Libreville, or with the
French Commission de Contrdle des Assurances. South Africaor Mauritius could be dternative
sources of experts, but language facilities and legal and accounting culture plead in favour of Frenchr

Speaking supervisors.

B. Banksare supervised by the Commission de Contr6le des Bangues, which operates within the
control of the Centra Bank. It would be cost efficient to increase the scope of intervention of this
commission to extend its powers over insurance companies and have one of its commissoners
gpecidisein these new duties. Insurance companies and banks are quite different in their workings.
Banks problems are found in the security of their credits on the asset side of the balance shest.
Insurance companies difficulties, on the other hand, come from the deficiency of their reserves on the
liability side of the balance sheet. It seems neverthe ess workable for a competent and well-trained
supervisory authority to be responsible for auditing both banks and insurance companies. Such a
solution isjust being put to work in the United Kingdom where the F.S.A. (Finance Supervisory
Authority) isin charge of supervigng al financid entities: banks, insurance companies, pension funds,
stock brokers, credit and finance companies, savings and loans associations, etc. It seems reasonable
for Madagascar to adopt a smilar reform that could be later extended to the local stock exchange,
when it is crested. The Central Bank has the necessary authority to take independent decisions and its
deff receive better sdaries than other civil servants. However interesting thisidea seems, it isflatly
opposed by the Ministry of Finance. Already jedous of the independence of the Central Bank, and
resentful of itsloss of control over the banks, this Minigtry is not keen to lose one more area of
authority.

C. The cregtion of an insurance supervisory authority, with al the costs involved, ssemsto be out of

proportion to the needs of such asmall market as Madagascar. The Government will have to make the
fina decison on thisimportant and highly politica metter.

20



ANNEX 1 - Liste des textes Iégislatifs et réglementaires publiés a Madagascar dans
le domaine de |I'Assurance

1-

10-

Loi du 13 juillet 1930 relative au contrat d’Assurance (application par décret du 19 mars 1937
et promulgué par arrété du 23 juin 1937).
(JO.R.M. du 3.7.37 p. 543)

Décret n° 59-59 du 30 juin 1959 rdlatif au contrat d’Assurance (délai de suspension des
contrats pour non paiement des primes).
(JO.R.M. du 8.8.59 p. 1633)

Ordonnance n° 60-162 du 3 octobre 1960 ingtituant une obligation d'assurance en matiére de
circulation de véhicules terrestres a moteur.
(J.O.R.M. du 29.10.60 p. 2287)

Ordonnance n° 62-034 du 19 septembre 1962 portant réglementation des organismes
d'assurances de toute nature et des opérations d'assurances.
(JO.R.M. du 28.9.62 p. 1977)

Décret n° 62-667 du 27 décembre 1962 fixant la composition et les attributions du comité
consultatif des Assurances.
(JO.R.M. dub5.1.63p. 24)

Décret n° 62-668 du 27 décembre 1962 portant création d'un Service des Assurances ala
Direction des Affaires Economiques.
(JO.R.M. dub5.1.63p. 24)

Décret n° 63-031 du 16 janvier 1963 portant application de I'ordonnance n° 60-162 du 3
octobre 1960 ingtituant une obligation d'assurance en matiere de circulation de véhicules
terrestres a moteur.

(J.O.R.M. du 26.1.63 p. 248)

Arrété n° 289-ECO/ASS du 26 janvier 1963 relatif aux obligations incombant aux collectivités
publiques, entreprises ou organismes bénéficiaires d'une dérogeation a l'obligation d'assurance
édictée par I'ordonnance du 3 octobre 1960.

(JO.R.M. du 2.3.63 p. 519)

Arrétén® -ECO/ASSdu 26 janvier 1963 relatif aux franchises prévues par les contrats
d'assurances en matiere de dégéts matériels causés par les véhicules terrestres a moteur.
(JO.R.M. du 2.3.63 p. 520)

Arrété n° 291-ECO/ASS du 26 janvier 1963 fixant la forme des documerts judtificatifs
d'assurance en matiére de circulaion de véhicules terrestres a moteur.
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11-

13-

14-

15-

16-

17-

19-

20-

(JO.R.M. du 2.3.63 p. 520)

Décret n° 63-071 du 31 janvier 1963 portant acceptation de la Convention de Coopération en
matiere de contréle des entreprises et opérations d'assurances.

(J.O.R.M. du 9.2.63 p. 358)

Décret n° 63-102 du 13 février 1963 relatif ala couverture des frais de toute nature résultant du
contréle des assurances par les contributions des organismes d'assurances.

(J.O.R.M. du 23.2.63 p. 457)

Arrété n° 1894-ECO/ASS du 30 juillet 1963 accordant ala Province de Mgunga une
dérogetion al'obligation d'assurance prévue par |'article 3 de I'ordonnance n° 60-162 du 3
octobre 1960.

(JR.O.M. du 3.8.63 p. 1793)

Décret n° 63-526 du 5 septembre 1963 portant application de I'ordonnance n° 62-034 du 19
septembre 1962 réglementant |es organismes d'assurances de toute nature et |es opérations
d'assurances.

(JO.R.M. du 14.9.63 p. 2079)

Décret n° 63-527 du 5 septembre 1963 relatif au placements des réserves techniques des
organismes d'assurance.
(JO.R.M. du 14.9.63 p. 2082)

Décret n° 63-528 du 5 septembre 1963 fixant |es modaités d'gpplication de la réglementation
des assurancesau "LLOYD'S DE LONDRES'.
(JO.R.M. du 14.9.63 p. 2082)

Décret n° 63-529 du 5 septembre 1963 relatif aux documents et registres atenir par les
organismes d'assurances.
(JO.R.M. du 14.9.63 p. 2082)

Arrétén°® 2312-ECO/ASS du 16 septembre 1963 fixant laliste des catégories d'opérations
d'assurances.
(JO.RM. du 21.9.63 p. 2114)

Arrété n° 1294-ECO/ASS du 9 mai 1964 accordant une dérogation al'obligation d'assurance a
la Province de Tamatave.
(J.O.R.M. du 23.5.64 p. 986)

Arrétén°® 1769-ECO/ASS du 2 juillet 1964 rdatif al'agrément des représentants légaux des

organismes d'assurances.
(JO.R.M. du 11.7.64 p. 1335)
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27-

28-

29-

30-

Décret n° 65-050 du 17 février 1965 relatif aux registres et documents atenir par les
organismes effectuant des opérations d'assurance maritime - transports.
(J.O.R.M. du 27.2.65 p. 358)

Arrétén® ..-ECO/ASS du 11 juin 1965 relatif aux contrats d'assurance maritime -transports.
(J.O.R.M. du 19.6.65 p. 1374)

Arrétén° 2307-ECO/ASS du 10 aolt 1965 complétant I'Arrété n° 2312-ECO/ASS du 16
septembre 1963 fixant la liste des catégories d'opérations pouvant étre pratiquées par les
organismes d'assurances.

(JO.R.M. du 21.8.65 p. 1926)

Décret n° 66-050 du 26 janvier 1966 complétant le décret n° 63-527 du 5 septembre 1963
relatif au placement des réserves techniques des organismes d'assurances.

(JO.R.M. du5.2.66 p. 371)

Décret n° 66-345 du 9 ao(t 1966 compl étant le décret n° 63-526 du 5 septembre 1963 qui
porte gpplication de I'Ordonnance n° 62-034 du 19 septembre 1962 réglementant les
organismes d'assurances de toute nature et les opérations d'assurances.

(J.O.R.M. du 13.8.66 p. 1828)

Arrété n° 5157-FIN/COM/ASS du 24 décembre 1968 fixant les régles ddimentation de la
réserve de garantie.
(JO.R.M. du 4.1.69 p. 43)

Arrété n° 5138-FIN/COM/ASS du 24 décembre 1968 fixant les régles ddimentation du
supplément aux réserves techniques.
(JO.R.M. du 4.1.69 p. 43)

Décret n° 69-189 du 27 mai 1969 modifiant le décret n° 63-527 du 5.9.63 relatif au placement
des réserves techniques des organismes d'assurances.
(J.O.R.M. du 31.5.69 p. 1206)

Décret n° 69-379 du 26 ao(t 1969 portant ratification ala Convention de Coopération en
matiere de contréle des entreprises et opérations d'assurances.
(J.O.R.M. du 6.9.69 p. 1909)

Loi n° 71-018 du 30 juin 1971 modifiant et compléant I'article 26 de I'Ordonnance du 19
septembre 1962.
(JO.RM. du 3.7.71 p. 1311)

Arrété n° 2541-FIN/DT/ASS du 1.7.71 portant limitation des pourcentages de gestion pour les

assurances relatives a des véhicules terrestres a moteur.
(JO.R.M. du 3.7.71 p. 1355)
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36-

38-

40-

41-

Erratum al'Arré&é n°® 2541-FIN/DT/ASS du 1.7.71
(J.O.R.M. du 18.9.71 p. 1872)

Arrétén°® 3471-FIN/DT/ASS du 15.9.71 portant limitation des commissions et rétributions de
méme nature allouées aux persomes habilitées a présenter des opérations d'assurances de
véhicules terrestres a moteur.

(JO.R.M. du 18.9.71 p. 1872)

Arrété n° 4449-FIN/DT/ASS du 23 novembre 1971 modifiant I'Arrété n° 2312-EC/ASS du
16 septembre 1963 fixant la liste des catégories d'opérations d'assurances.
(J.O.RM. du 4.12.71 p. 2460)

Décret n° 72-090 du 11 avril 1972 modifiant le décret portant application de I'ordonnance

n° 62-034 sur laréglementation des organismes d'assurances de toute nature et des opérations
d'assurances.

(JO.RM. du 22.7.72 p. 1494)

Arrété n° 2134-MEF/DGF/3 du 5 juillet 1972 rdlatif aux moddités de contrdle des conditions
prescrites pour la présentation des opérations d'assurances et de capitalisation.
(JO.R.M. du 29.7.72 p. 1595)

Arrété n° 2135-MEF/DGF/3 du 5 juillet 1972 fixant les conditions de capacité professionndles
prescrites pour la présentation d'opérations d'assurance.

(JO.R.M. du 29.7.72 p. 1599)

Arrétén°® 1142-MEF/DGF/3 du 26 mars 1973 portant limitation des pourcentages de gestion
pour les assurances relaives a des véhicules terrestres a moteur.

(JO.R.M. du 26.5.73 p. 1330)

Décret n° 73-073 du 30 mars 1973 abrogeant et remplacant les dispositions de l'article 2 du
décret n° 63-527 du 5.9.63 réglementant |es placements des réserves techniques des
organismes d'assurance.

(J.O.R.M. du 28.4.73 p. 1060)

Arrété n° 2075-MEF/DGF/3 du 7 juin 1973 portant habilitation du Comité des Sociétés
d'Assurances pour viser les cartes professionnelles ddlivrées par I'employeur ou mandant d'une
entreprise d'assurances.

(JO.R.M. du 16.6.73 p. 1534)

Arrété n° 3907-MEF/DGF/3 ASS du 31 octobre 1973 portant création de la carte pour la
commission demploi des fonctionnaires en service au Service des Assurances et habilitart ces
mémes fonctionnaires a condater lesinfractions en matiere dassurance.

(JR.O.M. du 10.11.73 p. 3127)
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Arrété n°1108-MEF/DGF/3 ASS du 2 avril 1974 portant limitation des commissions et
rétributions de méme nature adlouées aux intermédiaires non résidents pour les opérations
d'assurances de toutes branches.

(J.O.R.M. du 13.4.74 p. 1001)

Ordonnance n° 75-002 du 16 juin 1975 dtribuant aI'Etat le monopole des opérations
d'assurances et de réassurances sur le territoire de la République.
(JO.RM. du 21.6.75 p. 1699)

Arrété n°® 295 du 15 juillet 1975 portant nomination des membres du Comité de Coordination
des Assurances.
(JO.R.M. du 19.7 p. 1902)

Arréé n® 842 du 26 ao(it 1975 fixant le role et les attributions du Comité de Coordination des
ASSurances.
(J.O.R.M. du 30.8.75 p. 2326)

Décret n° 75-160 du 23 ao(t 1975 fixant la condition d'opération en coassurance pour les
organismes étrangers.
(JO.R.M. du 20.9.75 p. 2511)

Arrété n° 4708-MFF/DGF/3/ASS du 22/12/76 modifiant les conditions de représentation des
organismes d'assurances par desintermeédiaires aind que de leur rémunération pour les
opérations autres que les opérations d'assurances de véhicules terrestres a moteur.

(J.O.RM. du 8.01.77 p. 30)

Décret n° 82-447 du 9 décembre 1982 abrogeant et modifiant les dispositions de l'dinéaade
I'article 3, paragraphe premier du décret n° 63-527 du 5 septembre 1963 réglementant les
placements des réserves techniques des organismes d'assurances.

(J.O.R.M. du 19.02.83 p. 318)

Arrété n° 4895/82- MAF/SG/OGF/3/ASS complétant |es dispositions de I'arrété n° 5157 du

24 décembre 1958 fixant les regles daimentation et le mode de fonctionnement du compte de
réserve de garantie des Organismes d'Assurances.
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ANNEX 2-Documents consulted

- Ligt of Legd texts on insurance, gathered by the Financid Entities Service (S.1.F.), Treasury
Department, Ministry of Finance.

- Etude du Secteur des Assurances a Madagascar. World Bank, 1990. SOATEG, Société
d'Assistance Technique et de Gestion, 9 rue Benyowski, Tsarddana, Antananarivo.

- Madagascar, 1995 Review of the Insurance Sector, Eustasio Rodriguez, World Bank.
- Rapport Annuel 1996 du Comité des Sociétés d'Assurances, Antananarivo, Madagascar.
- Rapport Annuel de I'exercice 1996, ARO, Assurances et Réassurances Omnibranches.

- Rapport d'activités, Exercice 1995, Ny Havana Compagnie magache d'assurances et de
réassurances.

- D.C.P.E. Document Cadre de Politique Economique, 1996, listing the Government's priorities
in agreement with the |.M.F.

- Lestextes sur la privatisation, Campagne 1996-2000, Prime Minister's Office, Privatisation
Committee.

- Bangque Mondide, Mission Résidente a Madagascar, Quartarly economic reports.

- Madagascar - un marché, 1997, Centre Frangais du Commerce Extérievr.

- CECAM - Caisses dEpargne et de Crédit Agricole Mutuds. Note de situation au 30.9.1997.
- Pierre Verin, Madagascar, Karthaa, 1990.

- Sennen Andriamirado, Madagascar Aujourd’hui, Jaguar, 1995.

- Politique Africaine, n° 52, Madagascar, Décembre 1993.

- Plan stratégique pour la restructuration et la redynamisation du Secteur des Assurances a
Madagascar, Ministry of Finance, 1997.

- Aménagement des textes existants, Ministry of Finance, 1997.
- Projet de Canevas pour un code des assurances magache, Ministry of Finance, 1997.

- Letter of comments on the insurance law reform by the Chairman of M.A.MA.. October 14,
1997.
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ANNEX 3-List of persons interviewed
- Minigry of Finance

Mrs Vonintsalama Andriambolona, Directeur Général du Trésor

Mrs Fara Ratovo Andriambahiny, Adviser to the Directeur Générd du Trésor
M. Rakotonirainy Jean Pascal, Directeur des Opérations Financiéres

Mr Ratomson Miarinasy, Inspecteur du Trésor, Chef du Service des Assurances
Mr Serge Rakotondravony, Insurance Department

Mrs Chuck Mio Tine, Insurance Department

Mr Pieter Brakel, CAER Public Finance Adviser

- Minigry of Judtice
Mrs LaaRasharovaa, Directeur des R&formes Légidatives
- USA.ID.
Mrs Karen M. Poe, Generd Manager, Madagascar
Mrs AmdiaBdl Knight, Coordinateur du projet FMA, Développement du Marché Financier
Mr Fidéle Rabemananjara, CAER |1 Project Coordinator
Mrs Mary Norris, Project Coordinator
Mr Francois Vezina, Coordinateur Réforme Juridique et Judiciaire
- World Bank

Mr Dieudoné Randriamananpisoa, Chargé des Opérations, Misson Résidente de la Banque
Mondide

- Comité des Sociétés d'Assurances
Mr Rakotoson Andriambaa, Délégué Généra
- ARO.
Mr Jean-Baptiste Guerra, Generd Manager
Mrs LaaM. Rabetritonta, Manager
Mrs Francine Ratovonar, Directeur des Etudes
Mr Zoé Razanamahery

Mr Vohangy Rabodoniriny, Motor Claims Departement
Mr Norbert Randrianasolo, Chef du Service des sinistres contentieux
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- Ny Havana

Mr Roland Rasamoely, Generd Manager

Mr Raaditiana Andrianarisoa, Deputy Generd Manager

Miss Thanta Randriamandranto, Chargée de mission

Mr Vololona Andrianjatovo, Claims manager

Mr Justin Randrianaivoarijoana, Investments Manager

Mrs Nicole Rakotomanga, Département des Etudes Techniques

-MAMA.

Mr Frederic Rabarison, Chairman of the Board
Mr Richard Ramandraibe, Underwriting and Sales Manager
Mr Henri Razafindrakoto, Adviser to the Board

- Generd Agents

Mr Ratsmbazafy Solo, Union

Mr Andrianjaka Ravelonahina, Société Magache d'Assurances, Chairman of Generd
Agents Union

Mr Camille Albertini, H. de Brugada & Fils

Mr JP. Loye, R. Duponsd et Cie

Bruno Rabary, Mayer & Cie (Former Manager of Ny Havana)

- Miscdlaneous

Maitre Gérard P. Ramangaharivony, Lawyer

Maitre Edouard Rabarijohn, Lawyer, former Generd Manager of Ny Havana
Mr Henri Rgerison, Consultant, former Genera Manager of A.R.O.

Mr Georges Ramanoara, General Manager, C.E.C.R.

Mr Rgjakgara Randrianasolo, Manager, Kraoma

Mr Michd Hermitte, Chef du service I'Expansion Economique French Embassy
Robert Buronfosse, Fondé de Pouvoir, Groupama

Hervé Lgeune, Chargé de Mission, Groupama

JeantHervé Fradin, FERT

Jear+Louis Pierard, Crédit Agricole du Nord Est
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